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Thursday, November 16, 2006

B+ Back &4 Print

Discussion and Possible Action on Bond Sales ITEM No. !_5 7
RECOMMENDATION FOR COUNCIL ACTION

Subject: Approve an ordinance authonzing the issuance of City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Sertes 2006A, in the approximate amount of $135,000,000, and authorizing the
execution of all related documents.

Amount and Source of Funding: Nc fiscal impact during Fiscal Year 2006-2007 $3,375,000 estimated debt
service and $150 for paying agent/reqistrar fees were included in the Fiscal Year 2006-2007 Approved Budget of
the Utiity Revenue Bond Redemption Fund.

Additional Backup Material
{click to open) For More Information: Art Alfaro, Treasurer, 974-7882
O Ordinance

The Water and Wastewater Utibty will refund $135,000,000 of Tax-Exempt Commercial Paper in order to take
advantage of currently favorable market conditions and free a significant portion of the commeroial paper credit
hne for future borrowing needs.

Electromic bids will be accepted beginning at 9:30 a.m Central Dayhght Time ("CDT") and ending at 10:00 a.m ,
COT, on Thursday, Novermnber 16, 2006 Bids will be verified by the City’s Financial Advisor, Public Financial
Management, Inc.

Fulbright & Jaworski, L.L P will serve as bond counsel for this transaction.

This itern has been posted for not later than 2:00 p.m., in order for Council actron to occur pricr to the close of the
financial markets.

http://meetings.coacd.org/item attachments.cfm?meetingid=63&itemid=2677&item=52 11/8/2006
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ORDINANCE NO. 20061116-

AN ORDINANCE authonzing the issuance and sale of "CITY OF AUSTIN,
TEXAS, WATER AND WASTEWATER SYSTEM REVENUE
REFUNDING BONDS, SERIES 2006A"; prescribing the terms, features
and specifications of said Bonds; pledging the net revenues of the City's
Water and Wastewater System to the payment of principal of and interest
on said Bonds; enacting other provisions incident and related to the
Issuance, payment, sale and delivery of such Bonds, including the
approval and execution of a Paying Agent/Registrar Agreement and the
approval and distnbution of an Official Statement pertammg thereto; and
providing an effective date.

WHEREAS, in accordance with the provisions of ¥JT C A overnment Code, Chapter
1371, the City of Austin, Texas (the "City") has authorized by ordlnance and provided for the
issuance and sale of “CITY OF AUSTIN, TEXAS) COMBINED UTILITY SYSTEMS
COMMERCIAL PAPER NOTES, SERIES A” (the “Serles A Notes”) up to" an aggregate principal
amount of $350,000,000 to finance the costs of addltlons improvements and extensrons to the
City's Water and Wastewater System and the Clty s Electric Light and Power System and
‘-.

WHEREAS, the City Council hereby finds and detern{hes that $135,000,000 in principal
amount of the Series A Notes should | be r refunded and refrnanced into long term obhgations at
this time (such Series A Notes bemg herelnaﬂer cotlectrvely referred to as the “Refunded
Obligations”) to enable the City's Waterxand Wastewater‘Department to continue utilizng ns
allocated share of such commercial papef"program notwﬂhstandnng that the aggregate amount
of payments to be made on the refundlng bondﬁfherern authorlzed exceeds the aggregate
amount of payments that " would\have been made onethewﬁefunded Obligations had the
refunding not occurred, fthatrthe issuance of the bonds herein“authorized I1s In the best interests
of the City and thatﬂthezmanner m whlch the refundlng is being executed does not make it
practicable to make rthe determmatlon requwed by V.T.C.A, Government Code, Section
1207.008(a)(2), and" e 7N AL g“ N

“\

2t £
AL A " \‘;5t

gt ,

WHEREAS, the City Coun’énl further flnds and determines the bonds herein authorized to

be i1ssued to srefund. the Refunded Obligations can and shall be on a parity with the outstanding
"Panty WaterNVastewater Obllgatlons" Issued in accordance with and under the terms and
provas:ons of OrdmanceﬂNo 000608 56A (the "Master Ordinance") and the Prior Supplements;

now, therefore

“’}.
BE ITSORDAINED BY: THE CITY COUNCIL OF THE CITY OF AUSTIN, TEXAS:
N A
SECTION™:. DEFINITIONS in addition to the definitions set forth in the preamble of this
Ordinance (heremafter referred to as the "Twelfth Supplement"), the terms used herein and not
otherwise defined shall“have the meanings given in the Master Ordinance and the Prior
Supplements or in Exhibit A to this Twelfth Supplement.

SECTION 2: AUTHORIZATION — DESIGNATION — PRINCIPAL AMOUNT - PURPOSE.
Revenue bonds of the City shall be and are hereby authorized to be issued in the aggregate
principal amount of ONE HUNDRED THIRTY-FIVE MILLION DOLLARS {$135,000,000) to be
designated and bear the title "CITY OF AUSTIN, TEXAS, WATER AND WASTEWATER
SYSTEM REVENUE REFUNDING BONDS, SERIES 2006A" (herenafter referred to as the
"Bonds"), for the purpose of refinancing and refunding the Refunded Obligations (identified and
defined in the preamble hereof), and paying costs of issuance in conformity with the Constitution

45839254 1/10612981
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and laws of the State of Texas, including V T.C.A., Government Code, Chapters 1207 and
1371, as amended.

SECTION 3: FULLY REGISTERED OBLIGATIONS - AUTHORIZED DENOMINATIONS
— STATED MATURITIES - DATE. The Bonds shall be 1ssued as fully registered obligations,
without coupons, shall be dated November 15, 2006 (the "Bond Date") and, other than the
single fully registered Initial Bond referenced in Section 9 hereof, shall be in denominations of
$5,000 or any integral multiple thereof (within a Stated Maturty), shall be numbered
consecutively from One (1) upward and shall become due and payable on November 15 and in
principal amounts (the "Stated Maturities") in accordance with the fO"O\Q/\Ing schedule:

Stated Principal Interest Stated '/ Principal Interest
Maturity Amount ($) Rate(s) Maturity <~ ) Amount {$) Rate(s)

2008 2,120,000 2023/ 4,490,000

2009 2,230,000 2024 4 720 ,000

2010 2,345,000 el 2025 4,965; 000

2011 2,465,000 fmﬁg-“ 2026 5,215, 000 ht

2012 2,590,000 4and 2027 A 5,485,000

2013 2,725,000 i, 2028 ,/\’ 5,765,000

2014 2,865,000 202 1}"V 6,060,000

2015 3,010,000 6,370,000

2016 3,165,000 6,700,000

2017 3,325,000 7,045,000

2018 3,495,000 . 7,405,000

2019 3,675,000 \_#7,785,000

2020 3,865, 000 xgu o 8,185,000

2021 4,065, 000*“ 8,600,000

2022 4, 270 000

gm

The Bonds shaLI bear mterest on_the unpatg ‘principal amounts from the Bond Date or the
most recent interest payment date t0- whlcﬁ‘“mterest’has been paid or duly provided for, at the
rate(s) per-annum- showﬁ\m the’ébove schedulef(calcu!ated on the basis of a 360-day year of
twelve 30- day months)\lnterest on the Bonds shall be payable on May 15 and November 15 in
each,year commencing May 15, 2007 untl maturity or prior redemption

SECTION 4 TERMS OF PAYMENT - PAYING AGENT/REGISTRAR. The principal of,
premium; . |f‘any, and the :nterest on the Bonds, due and payabie by reason of maturity,
redemption’or. otherw13e shali be payable only to the registered owners or holders of the Bonds
(hereinafter calied~the "Holders“) appearing on the registration and transfer books maintained by
the Paying Agent/Registrar and the payment thereof shall be tn any coin or currency of the
United States of Amerlca,,whlch at the time of payment is legal tender for the payment of publc
and private debts, and-shall be without exchange or collection charges to the Holders.

The selection and appointment of Deutsche Bank Trust Company Americas, New York,
New York to serve as Paying Agent/Registrar for the Bonds is hereby approved and confirmed.
Books and records relating to the registration, payment, transfer and exchange of the Bonds
(the "Security Register"} shall at alt imes be kept and maintained on behalf of the City by the
Paying Agent/Registrar as provided herein and in accordance with the terms and provisions of a
“Paying Agent/Registrar Agreement", substantially in the form attached hereto as Exhibit B,
and such reasonable rules and regulations as the Paying Agent/Registrar and the City may
prescribe. The Mayor and City Clerk are authorized to execute and deliver such Paying

45839254 110612981 2



O~NOO A WN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
26
27
28
29
30
31
32
33
34

35
36
37
38
39
40

41
42
43
44
45
46

Agent/Registrar Agreement. The City covenants to maintain and provide a Payng
Agent/Registrar at all times untit the Bonds are paid and discharged, and any successor Payming
Agent/Registrar shall be a bank, trust company, financial institution or other entity qualified and
authorized to serve in such capacity and perform the duties and services of Paying
Agent/Registrar. Upon any change in the Paying Agent/Registrar for the Bonds, the City agrees
to promptly cause a written notice thereof to be sent to each Holder by United States Maul, first
class postage prepaid, which notice shall also give the address of the new Paying
Agent/Registrar.

Principal of and premium, if any, on the Bonds shall be payable at the Stated Maturities
or redemption thereof, only upon presentation and surrender of “the Bonds to the Paying
Agent/Registrar at its designated offices in New York, New/ York (the "Designated
Payment/Transfer Office"). Interest on the Bonds shall be paldeto the Holders whose names
appear in the Securtty Register at the close of business onfthethecord Date (the last business
day of the month next preceding each interest payment date)“rand such tnterest shall be paid by
the Paying Agent/Registrar (i} by check sent United States Mail, first class\postage prepaid, to
the address of the Holder recorded in the Securrty Heg|ster or (1) by\euch other methed,
acceptable to the Paying Agent/Registrar, requested’by, and at the risk ands,expense of, the
Holder. If the date for the payment of the prmcrpal of or interest on the Bonds shall be a
Saturday, Sunday, a legal holiday, or a day when“banklng*ffnstltutlons in the crty where the
Designated Payment/Transfer Office of the Paying Agent/,Fteglstrar IS located are authorized by
law or executive order to close, then the date for such payment shall be the next succeeding
day which 1s not such a Saturday, Sunday Jegal hol:day.\or\day when banking institutions are
authorized to close; and payment on such\datet shall have the’same force and effect as if made
on the original date payment was due. % 3, t};% SN

In the event of a.non- payment of mterest on one, or"more matunibes on a scheduled
payment date, and fox;,thlrty (30): days thereaﬁer -a’ new record date for such interest payment
for such maturnity or/maturltres (a\“Spemal thcord Date") will be established by the Paying
Agent/Registrar, |f«and “when funds for the payment of such interest have been received from
the City. Notice of the Spemai Record Date and¢ of the scheduled payment date of the past due
Interest {which shall be\]s days aﬂerwthe SpecuaIgRecord Date) shall be sent at least five (5)
business daysZprior_to the Spemal Record sDate by United States Mail, first class postage
prepatd, to  theaddress. of each Holder of such maturlty or maturities appearing on the Secunty
Reglster af the close of. busmess ‘on the last business day next preceding the date of mailing of
such.notice. N

l\\ g\»« 3 \.\;\/‘;

SECT!ON 5 REDEMPTION (a) Optional Redemption. The Bonds having Stated
Maturities of and after November 15, 2017, shall be subject to redemption prior to matunty, at
the option of the Clty in whote or in part in principal amounts of $5,000 or any integral multiple
thereof (and if wrthmsa Stated Maturity by lot by the Paying Agent/ Registrar), on November 15,
2016 or on any date: thereafter at the redemption price of par plus accrued interest to the date of
redemption. N

(b) Exercise of Redemption Option. At least forty-five (45) days prior to a
redemption date for the Bonds (unless a shorter notification period shall be satisfactory to the
Paying Agent/Registrar), the City shall notify the Paying Agent/Registrar of the decision to
redeem Bonds, the principal amount of each Stated Maturity to be redeemed, and the date of
redemption therefor. The decision of the City to exercise the nght to redeem Bonds shall be
entered in the minutes of the governing body of the City.

45839254.1/10612981 3
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{c) Selection of Bonds for Redemption. If less than all Outstanding Bonds of the
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar
shall treat such Bonds as representing the number of Bonds Outstanding which is obtained by
dividing the principal amount of such Bonds by $5,000 and shall select the Bonds to be
redeemed within such Stated Matunty by lot.

{d) Notice of Redemption. Not less than thirty {30) days prior to a redemption date
for the Bonds, a notice of redemption shall be sent by United States Mail, first class postage
prepaid, in the name of the City and at the City’s expense, to each Holder of a Bond to be
redeemed in whole or in part at the address of the Holder appearing on the Security Register at
the close of business on the business day next preceding the date’éf mailing such notice, and
any notice of redemption so mailed shall be conclusively presumed to have been duly given
irrespective of whether received by the Holder. ‘. W

All notices of redemption shall (1) specify the date)of redemptlon for the Bonds, (ii)
identify the Bonds to be redeemed and, in the case of aportion of the pnnmpal amount to be
redeemed, the principal amount thereof to be redeémed, (u) state the redernptron price, (iv)
state that the Bonds, or the portion of the pnncrpai”amount thereof to be. redeemed, shall
become due and payable on the redemption date specn‘red and, the interest thereon or on the
portion of the principal amount thereof to be redeemed shall.cease to accrue from:and after the
redemption date, and (v) specify that payment of the“redemptron price for the Bonds, or the
principal amount thereof to be redeemed, shall be made at “the Designated Payment/Transfer
Office of the Paying Agent/ Registrar only\upon presentatlon and surrender thereof by the
Holder. If a Bond is subject by its terms tB“prrB”r!redemptlomandJ\'ras been called for redemption
and notice of redemption thereof has beenuduly gwen or walved as_ herein provided, such Bond
(or the principal amount thereof to be redeemed)%hall become due and payable, and interest
thereon shall cease to accrue from and r;n‘ter,1 thes :;edemptron‘»date therefor, provided moneys
sufficient for the payment of §uch; Bonds (or‘of thefpruncrpal amount thereof to be redeemed) at
the then applicable redemption prlce)are heldrfd’r the purpose of such payment by the Paying
Agent/Registrar. < &

NN "L i

SECTION 6 FIEGISTHATION TRANSFER EXCHANGE OF BONDS-PREDECESSOR
BONDS. ThefF’aylng Agent/Regrstrar shall- obtaln" record, and maintain in the Secunty Register
the name’and’ ‘address. of each: .registered owner “of the Bonds issued under and pursuant to the
prOV}SIOHS/E)f this Twelﬂh\Supplement Any Bond may, in accordance with its terms and the
terms_ hereof be transferred or exchanged for Bonds of other authorized denominations upon
the Securrty Register by the Hoider in person or by his duly authorized agent, upon surrender of
such Bond {o the Paying AgenUHeglstrar for cancellation, accompanied by a written instrument
of transfer or, request for exchange duly executed by the Holder or by his duly authorized agent,
in form satrsfactory to the Paying Agent/ Registrar.
w‘-f‘

Py .'

Upon surrender for transfer of any Bond (other than the Initial Bonds authorized in
Section 9 hereof} at the Desrgnated Payment/Transfer Office of the Paying Agent/Registrar, the
Paying Agent/Registrar shall register and deliver, in the name of the designated transferee or
transferees, one or more new Bonds executed on behalf of, and furnished by, the City of
authorized denominations and having the same Stated Maturity and of a like aggregate principal
amount as the Bond or Bonds surrendered for transfer.

At the option of the Holder, Bonds (other than the Initial Bonds authorized in Section 9
hereof) may be exchanged for other Bonds of authorized denominations and having the same
Stated Maturity, bearing the same rate of interest and of like aggregate pnncipal amount as the
Bonds surrendered for exchange, upon surrender of the Bonds to be exchanged at the

45839254 1/10612981 4
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Designated Payment/Transfer Office of the Paying Agent/ Registrar Whenever any Bonds are
surrendered for exchange, the Paying Agent/Registrar shall register and deliver new Bonds,
executed on behalf of, and furnished by, the City, to the Hoider requesting the exchange.

All Bonds 1ssued upon any transfer or exchange of Bonds shall be delivered at the
Designated Payment/Transfer Office of the Paying Agent/Registrar, or sent by United States
Mail, first class postage prepaid, to the Holder and, upon the delivery thereof, the same shall be
valid obligations of the City, evidencing the same obligation to pay, and entitled to the same
benefits under this Twelfth Supplement, as the Bonds surrendered in such transfer or exchange.

All transfers or exchanges of Bonds pursuant to this Sect!on shall be made without
expense or service charge to the Holder, except as otherwise herer?n#prowded and except that
the Paying Agent/Registrar shall require payment by the Holder <r\equestrng such transfer or
exchange of any tax or other governmental charges requrred to~bepaid with respect to such
transfer or exchange. 3

-“ t
Taz 5
N;‘&}

Bonds canceled by reason of an exchange or: transfer pursuant tOuthe Jprovisions hereof
are hereby defined to be "Predecessor Bonds," evadencrng all or a portion, as the case may be,
of the same obligation to pay evidenced by the; Bond or Bonds:registered and\gelrvered In the
exchange or transfer therefor. Additionally, the\term F’redecessor Bonds" shall’include any
mutilated, lost, destroyed, or stolen Bond for which™ a replacement Bond has been issued,
registered and delivered in lieu thereof pursuanti to Sectron 19 hereof and such new
replacement Bond shall be deemedﬁexewdence the same obligation as the mutilated, lost,
destroyed, or stolen Bond «\\ \\\ ‘\i

Neither the City nor the Payang Agent/Regrstrar shaIIQe requrred to transfer or exchange
any Bond called for redemptron in whole or |n part ‘within 45 days of the date fixed for
redemption of such Bond prowded however\ such Ylimitation of transfer shall not be applicable
to an exchange by the Hotder of | the unredeemed balance of a Bond called for redemption in
part j

SECTION 7: BOOK ENTR;(;ONLY""\TRANSFERS AND TRANSACTIONS.
Notwithstanding-the provrs:ons contarned in- Sectlons 4, 5 and 6 hereof relating to the payment,
and transfer/exc!‘tange of theé Bonds, the City hereby approves and authorizes the use of the
"Book Entry Only" securrtlesﬂclé‘arance settlement and transfer system provided by The
Deposrtory Trust Company ("DTC‘) a limited purpose trust company organized under the laws
of the® State of New York:imaccordance with the operational arrangements referenced in the
Blanket lssuer Letter of Repr\esentatron by and between the City and DTC (the "Depository
Agreement") B I ]

Bt A
Pursuant\to +the /Deposrtory Agreement and the rules of DTC, the Bonds shall be
deposited with DTC, whofshall hold said Bonds for its participants (the "DTC Participants”)
While the Bonds are he!d by DTC under the Depository Agreement, the Holder of the Bonds on
the Security Register for all purposes, including payment and notices, shall be Cede & Co., as
nominee of DTC, notwithstanding the ownership of each actual purchaser or owner of each
Bond (the "Beneficial Owners") being recorded in the records of DTC and DTC Participants.

In the event DTC determines to discontinue serving as secunities depository for the
Bonds or otherwise ceases to provide book-entry clearance and settlement of securities
transactions in general or the City determines that DTC is incapable of properly discharging its
duties as securities depository for the Bonds, the City covenants and agrees with the Holders of
the Bonds to cause Bonds to be printed in definitive form and provide for the Bond certificates to

45839254 1/10612981 5
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be issued and delivered to DTC Participants and Beneficial Owners, as the case may be.
Thereafter, the Bonds in definitive form shall be assigned, transferred and exchanged on the
Secunty Register maintained by the Paying Agent/Registrar and payment of such Bonds shall
be made in accordance with the provisions of Sections 4, 5 and 6 hereof.

SECTION 8: EXECUTION - REGISTRATION. The Bonds shall be executed on behalf of
the City by the Mayor under its seal reproduced or impressed thereon and countersigned by the
City Clerk. The signature of said officers on the Bonds may be manual or facsimile. Bonds
bearing the manual or facsimie signatures of individuals who are or were the proper officers of
the City on the Bond Date shall be deemed to be duly executed on behalf of the City,
notwithstanding that such individuals or either of them shall cease’to hold such offices at the
time of delivery of the Bonds to the initial purchaser(s) and wzthérespect to Bonds delivered in
subsequent exchanges and transfers, all as authorized and prowded in V.T.C.A., Government
Code, Chapter 1201, as amended. “EEV “"@3 }»\

?&, \

No Bond shall be entitied to any nght or benef:t under this Twelfth | Supplement, or be
valid or obligatory for any purpose, unless there appears on such Bond~elther a certificate of
registration substantially in the form prowded/tn jSGCtIOI'l 10C, manually executed by the
Comptraller of Public Accounts of the State of<JTexas or his or, her duly authonzed | agent, or a
certificate of registration substantially in the form prgwded in Sectson 10D, manuallyrexecuted by
an authorized officer, employee or representative “of’ thefPaymg Agent/ Registrar, and either
such certificate upon any Bond duly signed shall be concluswe evidence, and the only evidence,
that such Bond has been duly certified; réﬁlstered and délivéred.

SECTION 9: INITIAL BONDS. The Bonds herein authorlzed shall be nitially 1ssued
either (1) as a single fully registered bond: m the total prsnc‘.lpat amount referenced in Section 2
hereof with principal mstallments o become\bduefand payabie;:as provuded in Section 3 hereof
and numbered T-1, or/(n)/as muitlple fully reg:stef’éd bond?‘ﬁbelng one bond for each stated
maturity in the appllgable -principal’ amount and"’denomlnatlon and to be numbered consecutively
from T-1 and upward (hereinafter, cailed the “Initial Bonds' ). In either case, the Initial Bonds
shall be registered in the name of the. |n|t|al pu?chaser(s) or the designee thereof. The Inihial
Bonds shall be the Bonds submttted to the Office of»the Attorney General of the State of Texas
for approval’:certmed and&reglstered by the- Offace of the Comptroller of Public Accounts of the
State gf.xTexas and: del:vered tO*the initial purchaser(s) Any time after the delivery of the Initial
Bonds;-the Paylng Agent/Reglstrar,\pursuant to written instructions from the mitial purchaser(s),
or the demgnee thereof, : shall cancel the Initial Bonds delivered hereunder and exchange
therefor definitive Bonds of authorlzeq,denom|nat|ons Stated Maturities, principal amounts and
bearing appllcable interest rates for transfer and delivery to the Holders named at the addresses
identified therefor all pursuant to and In accordance with such written instructions from the irutial
purchaser(s), ortthe desngnee‘fthereof and such other information and documentation as the
Paying Agent/Reglstrar mayﬁreasonably require.

Y

SECTION 10. FORMS. A. Forms Generally. The Bonds, the Registration Certificate of
the Comptroller of Public Accounts of the State of Texas, the Certificate of Registration, and the
form of Assignment to be printed on each of the Bonds, shalt be substantially in the forms set
forth in this Section with such appropriate insertions, omissions, substitutions, and other
variations as are permitted or required by this Twelfth Supplement and may have such letters,
numbers, or other marks of identification {including identifying numbers and letters of the
Committee on Uniform Securities |dentification Procedures of the American Bankers
Association) and such legends and endorsements (including insurance legends in the event the
Bonds, or any matunties thereof, are purchased with insurance and any reproduction of an
opinton of counsel) thereon as may, consistently herewith, be established by the City or

45839254 110612981 6
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determined by the officers executing such Bonds as evidenced by their execution thereof Any
portion of the text of any Bonds may be set forth on the reverse thereof, with an approprate
reference thereto on the face of the Bond.

The definitive Bonds and the Initial Bonds shall be printed, Iithographed, or engraved,
typewritten, photocopied or otherwise reproduced in any other similar manner, all as determined
by the officers executing such Bonds as evidenced by their execution thereof

B Form of Definitive Bond.

REGISTERED /d/‘ ) REGISTERED
NO. & $
UNITED STATES OF AMERICA 4

STATE OF TEXAS ba
CITY OF AUSTIN, TEXAS‘
WATER AND WASTEWATER SYSTEM REVENUE REFUNE)ING BOND,
SERIES 2006A%"

tpﬁ

Bond Date: Interest Rate: Stated Maturity:, CUSIF,{\NO
November 15, 2006 November 15, 20

Registered Owner.

Principal Amount: DOLLARS

The Clty of Austin (herernafter referred to,as the “Clty")wa body corporate and municipal
corporation in the Countres of Traws and Wllhamson State of Texas, for value received, hereby
promises to pay to the Reglstered Owner namedébove or the registered assigns thereof, solely
from the revenues“herelnaﬂer |dent|f|ed on\the\ Stated Maturity date specified above the
Principal Amount stated\above (or fsowmuch théreof as shall not have been paid upon prior
redemption), and to pay. lnterest (computed on_ the‘»“basrs of a 360-day year of twelve 30-day
months) on-the unpaid Prmmpal *Amount hereof ffom the interest payment date next preceding
the "Reg|strat|on Date \of thIS Bgnd appearing 7 below {uniess this Bond bears a "Registration
Date'~4s;of an mterest payment date, in which case it shall bear interest from such date, or
unless.the "Reglstratlon\Date" of- thls\Bond Is prior to the initial interest payment date n which
case it shall bear interest from the Bond Date) at the per annum rate of interest specified above;
such mterest\bemg payabte on May 15, 2007 and on each November 15 and May 15 thereafter
until maturity- or pror redemptlon Principal of this Bond 1s payable at its Stated Maturity or
redemption to*the- registered gwner hereof, upon presentation and surrender, at the Designated
Payment/T ransfer Offlce/ ojjthe Paying Agent/Registrar executing the registration certificate
appearing hereon orﬂ its successor; provided, however, while this Bond is registered to Cede &
Co., the payment of prrncrpal upon a partial redemption of the principal amount hereof may be
accompllshed without presentation and surrender of this Bond. Interest 1s payable to the
registered owner of this Bond {or one or more Predecessor Bonds, as defined in the Twelfth
Supplement hereinafter referenced) whose name appears on the "Securnty Register" mamntamned
by the Paying Agent/Registrar at the close of business on the "Record Date", which is the last
business day of the month next preceding each interest payment date and interest shall be paid
by the Paying Agent/Registrar by check sent United States Mail, first class postage prepaid, to
the address of the registered owner recorded in the Secunty Register or by such other method,
acceptable to the Paying Agent/Registrar, requested by, and at the risk and expense of, the
registered owner. If the date for the payment of the principal of or interest on the Bonds shall be

45839254 110612981 7
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a Saturday, Sunday, a legal holday, or a day when banking institutions in the city where the
Designated Payment/Transfer Office of the Paying Agent/ Registrar is located are authorzed by
law or executive order to close, then the date for such payment shall be the next succeeding
day which is not such a Saturday, Sunday, legal holiday, or day when banking institutions are
authorized to close; and payment on such date shall have the same force and effect as if made
on the original date payment was due. All payments of principal of, premium, If any, and
interest on this Bond shall be without exchange or collection charges to the owner hereof and in
any coin or currency of the United States of America which at the time of payment is legal
tender for the payment of public and private debts.

This Bond 1s one of the series specified In its title |ssued’ﬁ j:;the aggregate pnincipal
amount of $135,000,000 (herein referred to as the "Bonds") for the _purpase of refinancing and
refunding the Refunded Obligations (identified and defrned m\ the Twelfth Supplement
hereinafter referenced), in conformity with the Constrtutlon and“[aws of the State of Texas,
including V T.C.A., Government Code, Chapters 1207 and 1 371 as amended and pursuant to
a Master Ordrnance and Twelfth Supplement adopted byr the City Councrl of the City (herein
collectively referred to as the "Ordinances"). -

The Bonds maturing on and after NovembeF,15 2017'4""»,?3’ be redeemed -prior to their
Stated Maturities, at the option of the City, in whole orin part in; prrncrpal amounts of $5,000 or
any integral multiple thereof (and if within aX Stated‘ Maturrty by lot by the Paying
Agent/Registrar), on November 15, 2016 or on any date théreafter at the redemption price of
par plus accrued interest thereon to the redemptron date%“w

Not less than thirty (30) days prror to a redemptlon date ‘the City shail cause a written
notice of such redemption to be sent by Unlted States Mall, frrst.tctass postage prepaid, to the
registered owners of each, Bondsto be redeemed at the address shown on the Security Register
and subject to the terms: and provrs;ons relatlng thereto containéd in the Ordinances. If a Bond
(or any portion of :ts»*prmcrpal sum) shall have been duly called for redemption and notice of
such redemption duty?glven then upon such redemptron date such Bond (or the portion of its
principal sum to be redeemed) shait become dus, and payable, and interest thereon shall cease
to accrue from and after; the redemptron datevtherefor provided moneys for the payment of the
redemptronfprlceﬁand the, mterest on th“ewnncrpal amount to be redeemed to the date of
redemptron are held for\tge purpose of such payment by the Paying Agent/Registrar.

“‘{o' // hgwh\ \-w ¥
W IA the event a portlon of%th%xprrncrpal amount of a Bond is to be redeemed and the

reglsteredxowner is someone other than Cede & Co., payment of the redemption price of such
principai® amount shail be made to theT registered owner only upon presentation and surrender of
such Bond® toﬂthe Desugnated Payment/T ransfer Office of the Paying Agent/Registrar, and a new
Bond or Bonds: ot. like matunty and interest rate in any authorized denominations provided by
the Ordrnanoes for the then unredeemed balance of the principal sum thereof will be issued to
the registered owner wrthout charge. If a Bond 1s selected for redemption, in whole or in part,
the City and the Paying Agent/Registrar shall not be required to transfer such Bond to an
assignee of the registered owner within forty-five (45) days of the redemption date therefor;
provided, however, such limitation on transferability shail not be applicable to an exchange by
the registered owner of the unredeemed balance of a Bond redeemed in part.

The Bonds are special obligations of the City payable solely from and, together with the
Prior Subordinate Lien Obligations, the Previously Issued Separate Lien Obligations, and
Previously Issued Parity Water/Wastewater Obligations currently Outstanding, equally and
ratably secured by a parity fien on and pledge of, the Net Revenues of the Water/Wastewater
System n the manner provided in the Ordinances  Additionally, the Bonds and Previously

45839254 1/10612981 8
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Issued Parity Water/Wastewater Obligations referenced above shall be equally and ratably
secured by a party lien on the funds, if any, deposited to the credit of the Debt Service Fund
and the Reserve Fund in accordance with the terms of the Ordinances. The Bonds do not
constitute a legal or equitable pledge, charge, lien or encumbrance upon any property of the
City or the Water/Wastewater System, except with respect to the Net Revenues. The holder
hereof shall never have the night to demand payment of this obligation out of any funds raised or
to be raised by taxation.

Subject to satisfying the terms and conditions prescribed therefor, the City has reserved
the right to 1ssue additional revenue obligations payable from and equally and ratably secured
by a panty lien on and pledge of the Net Revenues of the Water/Wastewater System, in the

,tr‘i

same manner and to the same extent as the Bonds. S0

'“mrﬁst
re;‘«;«

Reference 1s hereby made to the Ordinances, coples of whichrare on file with the Paying
Agent/Registrar, and to all of the provisions of which the Ho{der\bf‘the acceptance hereof
hereby assents, for definitions of terms; the descrlptlon ‘}of and the nature and extent of the
secunty for the Bonds, the properties const|tut|ng the Water/Wastewater System; the Net
Revenues pledged to the payment of the principal of,and mterest on the Bonds,\the nature and
extent and manner of enforcement of the lien andgpledge securrng the paymentJ of the Bonds;
the terms and conditions for the issuance of addltlonal revenue chhigations, “the terms and
conditions relating to the transfer or exchange of\thrs Bond the conditions upon which the
Ordinances may be amended or supplemented with orxwrthout the consent of the Holders, the
rights, duties, and obligations of the Crtyr,and the Paylng Agent/Registrar, the terms and
provisions upon which the liens, pledges charges and\covenants made therein may be
discharged at or prior to the maturity of‘thls Bond\and thIS\BOHd deemed to be no longer
Outstanding thereunder, and for the othex, terms and’ provrsrons contalned therein. Capitalized
terms used herein have the™ same meanlngs QSSIQnedﬂn the Ordlnances

d_.‘ . w.l

This Bond, sub;ect to certaln Irmstatlon&contalned in the Ordinances, may be transferred
on the Security Regtster only upon its presentanon and surrender at the Designated
Payment/Transfer Offlce of the<Paying Agent]Heg;strar with the Assignment hereon duly
endorsed by, or accompanled’ by,aawrrtten~|nstrgment of transfer in form satisfactory to the
Paying AgenUHeglstrar du!yeexecuted BV,"the Jregistered owner hereof, or his duly authorized
agent When"a~transfer on*the Security Reglster occurs, one or more new fully registered
Bonds of/the same Stated Matunty, of authorized denominations, bearing the same rate of
mterest" and of the same aggregate principal amount will be issued by the Paying
Agent/Reglstrar to the de5|gr§1ated transferee or transferees.

The ‘Clty and the I;aylng Agent/Registrar, and any agent of either, may treat the
registered owne;‘hereof whose name appears on the Security Register (i) on the Record Date
as the owner entltied to payment of interest hereon, {1} on the date of surrender of this Bond as
the owner entitled® to payment of principal hereof at its Stated Matunity, or its redemption, in
whole or In part, and (m) on any other date as the owner for ail other purposes, and neither the
City nor the Paying Agent/Registrar, or any agent of either, shall be affected by notice to the
contrary. In the event of non-payment of interest on a scheduled payment date and for
thirty (30) days thereafter, a new record date for such interest payment (a "Special Record
Date") will be established by the Paying Agent/Registrar, if and when funds for the payment of
such interest have been received from the City Notice of the Special Record Date and of the
scheduled payment date of the past due interest {(which shall be fifteen (15) days after the
Special Record Date) shall be sent at least five (5) business days prior to the Speciat Record
Date by United States Mall, first class postage prepaid, to the address of each Holder appearing

45839254 1/10612981 9
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on the Secunty Register at the close of business on the last business day next preceding the
date of mailing of such notice.

It 15 hereby certfied, recited, represented and covenanted that the Ciy is a duly
organized and legally existing municipal corporation under and by virtue of the Constitution and
laws of the State of Texas; that the issuance of the Bonds is duly authorized by law, that all
acts, conditions and things required to exist and be done precedent to and in the 1ssuance of the
Bonds to render the same lawful and valid obligations of the City have been properly done, have
happened and have been performed in regular and due time, form and manner as required by
the Constitution and laws of the State of Texas, and the Ordmance§ that the Bonds do not
exceed any constitutional or statutory imitation; and that due prowswn»has been made for the
payment of the principal of and interest on the Bonds by a pledge\of “ine Net Revenues of the
Water/Wastewater System as aforestated. In case any prows:on |n~th|s Bond or any apphcation
thereof shall be invalid, illegal, or unenforceable, the vahdﬂy:ﬁegahty .{:md enforceability of the

.
remaining provisions and applications shall not in any way ‘beatfectsd ommpalred thereby. The
terms and provisions of this Bond and the Ordmances shali be construed in accordance with
and shall be governed by the laws of the State of Texas R
;’eﬁ .

IN WITNESS WHEREOF, the City Counml of the City has caused this Bond to be duly
executed under the official seal of the City as of the Bond Datef NP
r@,f

C ITY\OE\;‘\UST!N TEXAS

45839254 1/10612981 10
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C. Form of Registration Certificate of Comptroller of Public Accounts to Appear on
Imtial Bond(s) only.

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER

)
)
OF PUBLIC ACCOUNTS ) REGISTER NO.
)
)

THE STATE OF TEXAS ?
.,»*“}“ &
| HEREBY CERTIFY that this Bond has been exammed,,\cemfled as 1o validity and
approved by the Attorney General of the State of Texas, and. du!y reglstered by the Comptroller
of Public Accounts of the State of Texas. .

Comptrolter of Public Accounts
e, Of the" State of Texas

(SEAL)

D. Form of Certlftcate of Pavmq Aqent/Reg_is_rar to Appear on Definitive Bonds only.

NEN L e %
f"REGISTRATION CERTIFICATE OFPAYING AGENT/REGISTRAR
I-th_g’\‘ \?\\ \. ‘g

gTh|s Bond has been durg?\lssued and registered in the name of the Registered Owner
shown above under the, prowsmné"’*of the within-mentioned Ordinances; the bond or bonds of
the above\entltled and desngnated serles originally delivered having been approved by the
Attorney General of the State ;01 Texas and registered by the Comptroller of Public Accounts, as
shown by the records of the' Paying Agent/Registrar.
‘ﬁ» &:{\;3‘
The des:gnated offlcefof the Paying Agent/Registrar in New York, New York is the
Designated Payment/T rjj{sfer Ofhice for this Bond.
RN
Deutsche Bank Trust Company Americas,
New York, New York,

as Paying Agent/Registrar

Registration date:

By

Authorized Signature

45839254 1/10612981 11
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E Form of Assignment

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Prnnt or typewrite name, address, and zip code of transferee):

(Social Security or other identifying number (
} the within Bond and all nghts thereunder, and hereby irrevocably

constitutes and appoints
attorney to transfer the within Bond on the books kept for reglstratcon thereof, with full power of
substitution 1n the premises. j

DATED. /E’{:

NOTICE; The S|gnature!on this
assugnment must correspond with the

Signature guaranteed. name. of the registered owner as it
appears on the face of the wzthln Bond n

éve articular.
vy p BN

-

5

F. The Initial Bond(s) shall beiaﬁithe\form set forth in paragraph B of this_Section,

except that the form of a single fully‘registered Initial- Bond shall be modified as follows:
N TN
REGISTERED Nk e m> REGISTERED
NO. T-1 A . N T $135,000,000
;?"““ UNITED STATES G)F AMERICA
ey %ol \ STATE'OF, TEXAS
e / cmf OF AUST!N TEXAS,
WATER AND WAS:'/EWATER SYSTEM*REVENUE REFUNDING BOND,
~SERIES 2006A
-
AT N /\ LT
Bond Date::, Ncwember 15, 2006

AN

Hegfzs(;red Owner: \\,}\ \-\\K

AN 1) v

Principal Amount One Hundred Thirty-Five Million Dollars

The Clty of-Austin (hﬁ?elnaﬂer referred to as the "City"), a body corporate and municipal
corporation in the: Countles of Travis and Willamson, State of Texas, for value received, hereby
promises to pay to thepHeglstered Owner named above, or the registered assigns thereof, solely
from the revenues ‘hereinafter identrfied, the Principal Amount hereinabove stated on
November 15 in each of the years and in principal installments in accordance with the following
schedule’

YEAR OF PRINCIPAL INTEREST
MATURITY INSTALLMENTS RATE

(Information to be inserted from schedule in Section 3 hereof).

45839254 1/10612981 12
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(or so much thereof as shall not have been paid upon prior redemption) and to pay interest,
computed on the basis of a 360-day year of twelve 30-day months, on the unpaid principal
amounts hereof from the interest payment date next preceding the “Registration Date" of this
Bond appearing below (unless this Bond bears a "Registration Date" as of an interest payment
date, in which case it shall bear interest from such date, or unless the "Registration Date" of this
Bond is prior to the intial interest payment date in which case 1t shall bear interest from the
Bond Date) at the per annum rates of interest specified above; such interest being payable on
May 15, 2007 and on each November 15 and May 15 thereafter until maturty or prior
redemption. Principal installments of this Bond are payable to the registered owner hereof by
Deutsche Bank Trust Company Americas, New York, New York (the . Payrng Agent/Registrar"),
upon presentation and surrender, at its de5|gnated offices In #New York, New York (the
"Designated Payment/Transfer Office"). Interest is payable to tIAje reglstered owner of this Bond
whose name appears on the "Security Register" maintained by the Payrng Agent/Registrar at
the close of business on the "Record Date", which is the iast},busmess day of the month next
preceding each interest payment date and interest shall, bexpard by thé*ﬁ“aymg Agent/Registrar
by check sent United States Mall, first class postage,prepaad to the address of the registered
owner recorded in the Secunty Register or by such other method, acceptabIe to the Paying
Agent/Registrar, requested by, and at the risk and expénse of, the reglstereduowner If the date
for the payment of the principal of or interest on. the’Bonds shall be a Saturda%%ynday, a legal
holiday, or a day when banking institutions in themrty whereftheroeagnated Payment/T ransfer
Office of the Paying Agent/ Registrar is located are authorlzed by law or executive order to
close, then the date for such payment-shall be the next succeedmg day which is not such a
Saturday, Sunday, legal holiday, or day when banking anstltutlons are authorized to close; and
payment on such date shall have the?@same force and effect“*as if made on the original date
payment was due. All payments of prrncrpal of preinrum if any, ‘and interest on this Bond shall
be without exchange or collectlon chargés. 1o the owner,hereof and any coin or currency of
the United States of Amenca ‘which at the\trme o’I paymentdsﬂegal tender for the payment of
public and private debts“%f g K“’{ \ ‘ﬁé/:s' o

SECTION 11 CRITERIA FOR ISSUANCE OF PARITY WATER/WASTEWATER
OBLIGATIONS. The\Clty has prowded certarn crltena and established certain covenants and
agreements In relation; ‘tovthe |ssuance of Parlty Water/Wastewater Obligations of the
WaterNVastewater»System pursuant to the~ Master Ordinance and Prior Supplements. This
TweIfth/ Supplement\prowdes\for the authorization, issuance, sale, delivery, form,
charactenstrcs provisions of\payment and security of the Bonds which are Parnty
WaterNVastewater Oblrgatrgns The Master Ordinance 1s incorporated herein by reference and
made a. part hereof for allrpurposesf\g_,except to the extent modified and supplemented hereby,
and the’ Bonds are herebyi declared to be Parity Water/Wastewater Obligations under the
Master Ordrnance and Prror Supplements The City hereby determines that it will have
sufficient funds: to meet the ﬂnanmal obligations of the Water/Wastewater System, including
sufficient Net Hevenuesrto pay the Annual Debt Service Requirements of the Bonds and the
Previously Issued Parlty Water/Wastewater Obhgations and to meet all financial obligations of

the City relating to the' Water/Wastewater System.

SECTION 12: PLEDGE. Subject to the pror claim and hen on the Net Revenues of the
Water/Wastewater System to the payment and security of the Prior First Lien Obhgations
currently Outstanding, including the funding and maintenance of the special funds established
and maintained for the payment and security of such Prior First Lien Obhgations, the Net
Revenues of the Water/Wastewater System are hereby pledged to the payment of the Bonds,
and the Bonds, together with the Prior Subordinate Lien Oblgations, the Previously ssued
Separate Lien Obligations and the Previously Issued Panty Water/Wastewater Obligations
currently Outstanding, shall be equally and ratably secured by a parity lien on and pledge of the

45839254 /10612981 13
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Net Revenues of the Water/Wastewater System in accordance with the terms of the Master
Ordinance and this Twelfth Supplement. Additionally, the Bonds and the Previously issued
Panty Water/Wastewater Obligations shall be equally and ratably secured by a lien on the
funds, if any, deposited to the credit of the Debt Service Fund and Reserve Fund in accordance
with the terms of the Master Ordinance, the Prior Supplements and this Twelfth Supplement It
1s hereby ordained that the Party Water/Wastewater Obligations, and the interest thereon, shall
constitute a lien on the Net Revenues of the Water/Wastewater System and be vald and
binding and fully perfected from and after the date of adoption of this Twelfth Supplement
without physical delivery or transfer or transfer of control of the Net Revenues, the filing of this
Twelfth Supplement or any other act, all as provided in Chapter 1208, of the Texas Government
Code, as amended. The owners of the Parity Water/Wastewater Obllgatlons shall never have
the right to demand payment out of funds raised or to be raised, by taxanon or from any source
other than specified in the Master Ordinance, the Pno;/SuppLe\ments and this Twelfth

r«»ar«r‘ !

Supplement. Ay AN
PP / /j \;}\
AN
Section 1208, Government Code, as amended sapplles to the Issyance of the Bonds and
the pledge of the Net Revenues of the Water/Wastewater System granted‘by’ the City under this
Section 12, and such pledge is therefore valid, eftectlve and perfected. If Texas law is amended
at any time while the Bonds are Qutstanding such that the pledge of the Net Revenues of the
Water/Wastewater System granted by the City under~th|s Sectlonv12 I1s to be sub;ect to the filing
requirements of Chapter 9, Business & Commerce%Code then n order to preserve to the
registered owners of the Bonds the perfection of the sgcurrw interest in said pledge, the City
agrees 1o take such measures as it determines are reasonable and necessary under Texas law
to comply with the applicable provnsnon"s"\of“ Chapter 9NBusiness & Commerce Code, as
amended, and enable a fiing to perfect the }gecunty mt%etrest |n\"satd f}tedge o occur.
Ry g
SECTION 13 DEBT»’SERVICE FUND \By*’rgason‘of theissuance of the Bonds, the City
need not establish any spec:al accounts wrthrn thefDebt Service Fund and following the detivery
of the Bonds, the Clty&hereby agrees and covenants that in addition to the deposits for the
payment of the Prevrously Issued Panty WaterNVastewater Obligations there shall be deposited
to the credit of the DebtaSewlce/Fund an amount equat to one hundred percent (100%) of the
amount required to futlyhpay\the interest or~and_p _principal of the Bonds falling due on or before
each maturity; mandatory@redemptlon daté“and, .interest payment date, and such deposits shall

be made”™ m:a»substantrally equalwtmonthly amounts on or before the 14th day of each month
begmning-on or before the 14th\‘day of the month next following the month the Bonds are
delivered to the iniial purchaser \ \

Y 9:.

L
The requrred monthly deposrts to the Debt Service Fund for the payment of principal of

and mterest\onxthe Bonds shall continue to be made in the manner provided herein until such
time as (1) the’ total amountton,deposnt in the Debt Service Fund is equal to the amount required
to fully pay and’ drscharge aII Panty Water/Wastewater Obligations then Outstanding or (1) the
Bonds are no 1onger\outstand|ng, re., fully paid as to principat and interest or all the Bonds have
been refunded. N

Accrued interest received from the initial purchaser(s) of the Bonds shall be deposited in
the Debt Service Fund, and shall be taken into consideration and reduce the amount of the
monthly deposits that would otherwise be required to be deposited to the credit of such Debt
Service Fund from the Net Revenues of the Water/Wastewater System.

SECTION 14: RESERVE FUND. In accordance with the provisions of the Prior

Supplements authorizing the Issuance of the Previously Issued Water/Wastewater Obligations,
the amount currently on deposit to the credit of the Reserve Fund 1s $32,071,236.75 (the

45839254 1/10612981 14
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"Current Reserve"), which Current Reserve is funded in full with surety bonds I1ssued by (1) MBIA
Insurance Corporation In the amounts of $3,649,128, $4,339,756.24 and $2,075,370.29, (i)
Financial Securty Assurance Inc. {"FSA") in the amounts of $7,737,801.19, $1,938,219 and
$2,840,932.12 and () Ambac Assurance Corporation in the respective amounts of $3,580,911,
$5,546,059.41 and $363,059.50. By reason of the issuance of the Bonds, the Required
Reserve Amount shall be and is hereby recalculated and determined to be $
Upon the 1ssuance of the Bonds, a surety bond (the “Reserve Fund Policy”) in an amount equal
to the difference between the Required Reserve Amount and the Current Reserve issued by
shall be deposited to the credit of the Reserve Fund to fully
fund the Required Reserve Amount The City Council hereby tmds that with respect to the
Bonds, the acquisition of the Reserve Fund Policy will result in the Reserve Fund being fully
funded. Any draws on the surety bonds or other credit agreements funding the Required
Reserve Amount on which there is availlable coverage shall be(made on a pro rata basis
{calculated by reference to coverage then availlable under each\such surety bond or credit
agreement) after applying available cash and mvestments inthe FleserverFund

The Insurance Agreement (the “Insurance Agreement”) by and between the City and
attached hereto as,fExhlblt C and mcorpgrated herein by
reference as a part of this Twelfth SupplementJor all purposes.as if all the prowsrons thereof
were restated in full as part of this Section, is hereby approved as'to form and coritent, and such
Insurance Agreement in substantially the form ands substance attached hereto, together with
such changes or revisions as may be necessary to comply ‘with Texas law, is hereby authorized
to be executed by the City Treasurern‘onand on behalf of the City and as the act and deed of
this governing body; and such Insurance‘*Agreement as“executed by said official shall be
deemed approved by the City Council and constitute thg Insurané‘e ggreement herein approved
ﬁ b L‘f‘:}‘m

The provisions of -Séction, 8 of the Master,Or%nrlE%& reTatlng to the Reserve Fund,
particularly paragraphs,(b),,-(c)"and (d) thereof\“ére'hereby mcorporated by reference and made
a part hereof as if the same were restated n full |n this Section, and to the extent of any conflict
between the provrsnons “of said Sectlon 8 and the\prowsrons hereof with respect to draws on
any Credit Agreement and the remstatement of* the full amount afforded by Credit Agreement,
the provisions of the Prior" Supplements W|th‘reSpect to such Credit Agreement and such Credit
Agreementf‘shallwgoverﬁ\; Furthermore mmaccordance with Section 10(d} of the Master
Ordlnance/the City!( Councu hereby finds that the Gross Revenues will be sufficient to meet the
obllgatlons of the WaterNVastewater System, including sufficient Net Revenues to satisfy the
Annual \Debt Service ‘*Requrre\ments of Parity Water Wastewater Qbligations currently
Outstandmg and the ﬁnanmal obllgatlons of the City under any Credit Agreement entered Into
with the abO\re named surety’ bond providers.

““”\

SECTION 15 PAYMENT OF BONDS. On or before the first scheduled interest payment
date, and on or before eacpzlnterest payment date and principal payment date thereafter while
any of the Bonds areaOutstandmg, the City shall cause an amount to be transferred to the
Paying Agent/Reglstrarsm immedately available funds from the Debt Service Fund and Reserve
Fund, if necessary, sufficient to pay such interest on and such principal amount of the Bonds, as
shall become due on such dates, respectively, at matunty or by redemption prior to maturity
The Paying Agent/Registrar shall destroy all paid Bonds and furnish the City with an appropriate
certificate of cancellation or destruction

SECTION 16: COVENANTS TO MAINTAIN TAX-EXEMPT STATUS.

{a) Definitions. When used in tus Section 16, the following terms have the following
meanings:

45839254 1/10612981 15
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“Closing Date® means the date on which the Bonds are first authenticated
and delivered to the Underwriters against payment therefor.

"Code" means the Internal Revenue Code of 1986, as amended by all
tegislation, if any, effective on or before the Closing Date.

"Computation Date" has the meaning set forth in Section 1.148-1{b) of the
Regulations.

"Gross Proceeds" means any proceeds as defined 1n Qectron 1.148-1(b)
of the Regulations, and any replacement proceeds a%jdefmed in Section

1.148-1(c) of the Regulations, of the Bonds. 4
“‘lréf?;e
"Investment” has the meaning set forth rn/Sé:tron 1 148-1(b) of the
Regulations.

r o

)

"Nonpurpose Investment’ means anyﬂnvestment property,.,as&defmed in
section 148(b) of the Code, in which Gross Proceeds of the Bonds" areamvested
and which is not acquired to carry out the, governmental purposes of the- %ngs

i

"Rebate Amount" has the meaning set forth’rrn ‘Section 1.148-1(b) of the
Regulations. oS
T "‘*e

"Regulations” means anya proposed temporary, or final Income Tax
Regulations ssued pursuant to Sectlons 103, .and 141«.through 150 of the Code,
and 103 of the internal Revenue Code of~1986 Q\fhrch are applicable to the
Bonds  Any reference to any‘uspec}rjlc Fiegulatlon shall also mean, as
appropriate, any,;proposed temporary oF, flna! Incorrie Tax Regulation designed
to suppleme‘r}:rfémend or replace the specrf:c Regulation referenced.

"Yreld -0f(1) any | Investment hasht e meaning set forth 1n Section 1.148-
5 of the Regulatlons and,f(2 the EBonds has the meaning set forth in Section
1 148 4: of.,thE Hegulatrons

A

o B “

/(b)/ Not i tgaCause Interest to Become Taxable The City shall not use, permit the use
of, or. omit to use Gross\Proceeds or any other amounts (or any property the acquisiion,

constructlon or |mprovement of whlch is to be financed directly or indirectly with Gross
Proceeds) |n\a manner which'if madé”or omitted, respectively, would cause the mterest on any
Bond to become mcludablelrn the gross income, as defined in section 61 of the Code, of the
owner thereof\forxfederal rncome tax purposes. Without limiting the generality of the foregoing,
unless and untrl*themglty recerves a written opinion of counsel nationafly recognized in the field
of municipal bond® law;to’ the effect that failure to comply with such covenant will not adversely
affect the exemption’ frgm  tederal income tax of the interest on any Bond, the City shall compty
with each of the specific covenants in this Section.

(c) No Private Use or Private Payments. Except as permitted by section 141 of the
Code and the Regulations and rulings thereunder, the City shall at all tmes prior to the last
Stated Matunty of Bonds:

{1} exclusively own, operate and possess all property the acquisition,
construction or improvement of which is to be financed or refinanced directly or
indirectly with Gross Proceeds of the Bonds (including property financed with
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Gross Proceeds of the Refunded Obligations), and not use or permit the use of
such Gross Proceeds (including ali contractual arrangements with terms different
than those applicable to the general public) or any property acquired, constructed
or improved with such Gross Proceeds in any activity carned on by any person or
entity {including the Uruted States or any agency, department and instrumentality
thereof) other than a state or local government, unless such use is solely as a
member of the general public; and

(2) not directly or indirectly impose or accept any charge or other
payment by any person or entity who 1s treated as using Grges Proceeds of the
Bonds or any property the acquisition, construction or |mprovement of which is to
be financed or refinanced directly or indirectly with such “Gross Proceeds
(including property financed with Gross Proceeds of the Refunded Obligations},
other than taxes of general application within the/Clty or mterest earned on
investments acquired with such Gross Proceeds pendlng apphcauon for their
intended purposes.

(d) No Private Loan. Except to the extéﬁt ;gsermltted by section 141 of the Code and
the Regulations and rulings thereunder, the Cltff shall not use xGross Proceeds: of the Bonds to
make or finance loans to any person or entity otheg\ than & e,tate or local government For
purposes of the foregoing covenant, such Gross F’roceeds are considered to be "loaned" to a
person or entity if. (1) property acquired, constructed of %rmproved with such Gross Proceeds Is
sold or leased to such person or entlty m% ‘transaction whlch creates a debt for federal income
tax purposes, (2) capacity in or servuce\frem such. property is? comm|tted to such person or entity

Se, T N
under a take-or-pay, output or S|mrlelr\contractJ ormarrangement or (3) indirect benefits, or
burdens and benefits of ownership, of such Gros‘§“ ‘Proceedsyor any property acquired,
constructed or mproved»{wﬁh such Gross Proceeds saré othérwise transferred In a transaction
which is the economic qu;valentaofga loan. A d
fahis i “(

(e) Notdo Irvest at Hiqﬂgher Yield. Except to the extent permitted by section 148 of
the Code and the Regulatlons and rulmgs thereunder the City shall not at any time prior to the
final Stated Maturity of’ the Qg)nds durectly o |nd|rectly invest Gross Proceeds in any Investment
(or use Gross” ‘Proceeds to;sreplace money-so, anvested) if as a result of such investment the
Yield from the Closmg\Datetof“all Investments ¢ acquired with Gross Proceeds (or with money
replaced thereby), whether thenh held or previously disposed of, exceeds the Yield of the Bonds.

\ J,
\(f)‘:\ Not Federétlv Guaranteed. Except to the extent permitted by section 149(b} of
the Code~and the Regulations*and rulings thereunder, the City shaII not take or omit to take any

e

149(b) of the Code gnd thexﬂegulatlons and rulings thereunder.

/
(@) lnformtéttonfﬂeport. The City shall timely file the information required by section
149(e) of the Code with’the Secretary of the Treasury on Form 8038-G or such other form and
In such place as the Secretary may prescribe.

(h) Rebate of Arbitrage Profits. Except to the extent otherwise provided in section
148(f) of the Code and the Reguiations and rulings thereunder:

(1) The City shall account for all Gross Proceeds (including all receipts,
expenditures and nvestments thereof) on its books of account separately and
apart from all other funds (and receipts, expenditures and investments thereof)
and shall retain all records of accounting for at least six years after the day on
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which the last Outstanding Bond is discharged However, to the extent permitted
by law, the City may commingle Gross Proceeds of the Bonds with other money
of the City, provided that the City separately accounts for each receipt and
expenditure of Gross Proceeds and the obligations acquired therewith.

(2) Not less frequently than each Computation Date, the City shall
calculate the Rebate Amount in accordance with rules set forth in section 148(f)
of the Code and the Regulations and rulings thereunder. The City shall mamtam
such calculations with its official transcript of proceedings relating to the issuance
of the Bonds until six years after the final Computation Date.

(3) As additional consideration for the purchase’ ofrthe Bonds by the
Underwriters and the loan of the money represented’thereby and in order to
Induce such purchase by measures designed to msure*the exctudablllty of the
interest thereon from the gross income of the owners:thereoquor federal income
tax purposes, the City shall pay to the United States out of the DebtaSerwce Fund
or its general fund, as permitted by appllcable Texas statute™ regulatlon or
opinion of the Attorney General of the State of Texas, the amount; that when
added to the future value of prewous"(rebate payments made for the .Bonds
equats () n the case of a Final Computatlon\Date as deflned in Sectlor?\1r148

3(e)(2) of the Regulations, one hundred percent (109%) of the Rebate Amount
an such date; and (i) in the case_of any other Computatton Date, ninety percent
(80%) of the Rebate Amounton: ‘such date. In\atl .cases, the rebate payments
shall be made at the times, in the“*mstallm{ents to the. place and in the manner as
is or may be required by section’ ’158(f)~o‘f5the Code““sand the Regulations and
rulings thereunder, and shall be accompanled*bymEhormu@OSB T or such other
forms and |nformat|oﬁ'“a\§'ts .or may be‘requwed by*Section 148(f) of the Code and
the Regulations and rutlngs th\ereunder o i

- -»‘:‘.

(4) Q’ he -City shall exermse reasonable diigence to assure that no errors

are made In the\c’alculatlons and payment§\requzred by paragraphs (2) and (3),

and it an errortls made towdtscovehand\fpromptly correct such error within a

reasonable- amount of tlme thereafter- (and'm all events within one hundred eighty

180);days affer. dlscovery of the error), lncludlng payment to the United States of

/ any addmonal\Rebate\ﬁmount owed to i, interest thereon, and any penalty
\\!mposed under Se\ctto\n 1.148:3(h) of the Regulations.

£

&

< Not to Dlverte“‘Arbltraqe Profits. Except to the extent permitted by section 148 of
the Code andtthe Regulatlonskand rulings thereunder, the City shall not, at any time prior to the
earlier of the* Stated Maturity 7or final payment of the Bonds, enter into any transaction that
reduces the amount requured to be paid to the United States pursuant to Subsection (h) of this
Section because suchstransactlon results in a smaller profit or a larger loss than would have
resulted If the transaction had been at arm's length and had the Yield of the Bonds not been

relevant to either party.

() Elections. The City hereby directs and authorizes the Mayor, City Manager,
Chief Financial Officer, Deputy Chief Financial Officer or City Treasurer, individually or jointly, to
make elections permitted or required pursuant to the provisions of the Code or the Regulations,
as they deem necessary or appropriate in connection with the Bonds, in the Certificate as to Tax
Exemption or similar or other appropriate certificate, form or document
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(k) Bonds Not Hedge Bonds. (1) At the hme the origina! obligations refunded by the
Bonds were 1ssued, the City reasonably expected to spend at least 85% of the spendable
proceeds of such original obligations within three years after such obligations were I1ssued and
(2) not more than 50% of the proceeds of the orniginal obligations refunded by the Bonds were
invested in Nonpurpose Investments having a substantially guaranteed Yield for a period of 4
years or more

(I} Current Refunding. The Refunded Obligations being refunded by the Bonds
constitute a current refunding as the payment of such Refunded Obligations wiil occur within 90
days of the delivery of the Bonds.

SECTION 17- AMENDMENT OF TWELFTH SUPPLEMENT =

(a) Required Owner Consent for Amendments’ /The qwners of a majority In
Outstanding Principal Amount of the Bonds shall have the rrght from’ trme to time to approve any
amendment to this Twelfth Supplement which may l}e deemed necessaryt or desirable by the
City, provided, however, nothing contained hereinzshall permlt or be construed to permit the
amendment of the terms and conditions in this Twe!{f't/hfSuppIement so as to: N

sas‘" \”‘%

(1) Make any change in the maturty cfta;ny\of the @ﬂ?standlng Bonds & :5’

(2) Reduce the rate of interest borne by any=of the Outstandrng Bonds,

(3) Reduce the amount of t/he principal payable on ‘the Bonds;

4) Modify the terms of payment of prmcnpal‘of premium, if any, or interest on the

Qutstanding Bonds or |m|:§‘ose any condmons‘anh respect to such payment,

(5) Affect the rights of the owners of légs’than all ofithe,Bonds then QOutstanding;

(6) Amend this subsection (a) of thls Sectlon“"or} \}

(7) Change the mlnlmum percentage of the't pnnmpal amount of Bonds necessary for

consent to rany amendment e jﬁgb o
unless such arnendment or amendments be approved by the owners of all of the Bonds affected
by the change or amendment then Outstandmg \
;% P ~

(b) .~ Nohce of Amendment Ftequrrmo ‘Consent. If at any time the City shall desire to
amend this-Twelfth;Supplement.under this Section, the City shall cause notice of the proposed
amendment to be publlshed rnta\flnanmal newspaper or journa! published in The City of New
York, New York, and a° newspaper of;.general circulation in the City, once during each calendar
week for at least two successuve calendar weeks. Such notice shall briefly set forth the nature of
the proposed amendment and shall state that a copy thereof is on file with the Paying Agent
for the Bonds Such publlcatlon is not required, however, If notice in wrnting 1s given by United
States Mail, frrsttclass postage prepald to each owner of the Bonds.

(c) Trme Perrod for Obtaining Consent. If within one year from (1) the date of the first
publication of said notice or (i) the date of the mailing by the Paying Agent of written notice to
the owners of the Bonds, whichever date first occurs If both methods of giving notice are used,
the City shall receive an instrument or instruments executed by the owners of at least a majority
in Outstanding Principal Amount of the Bonds consenting to and approving such amendment in
substantially the form of the copy thereof on file with each Paying Agent, the governing body of
the City may pass the amendatory ordinance in substantiaily the same form.

(d) Revocation of Consent. Any consent given by the owner of a Bond pursuant to
the provisions of this Section shall be irrevocable for a period of six months from the date for
measuring the one year period to obtain consents noted in paragraph (c) above, and shalil be
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conclusive and binding upon all future owners of the same Bonds during such period. At any
tme after six months from the date for measuring the one year period to obtain consents noted
in paragraph (c) above, such consent may be revoked by the owner who gave such consent, or
by a successor in title, by fiing written notice thereof with the Paying Agent for such Bonds and
the City, but such revocation shall not be effective if the owners of at least a majonty in
QOutstanding Principai Amount of the then Outstanding Bonds as determined in accordance with
this Section have, prior to the attempted revocation, consented to and approved the
amendment.

(e) Implementation of Amendment Upon the passage of any amendatory ordinance
pursuant to the provisions of this Section, this Twelfth Supplement\“shall be deemed to be
amended, and the respective rights, duties and obligations of the’ City under this Twelfth
Supplement and all the owners of then Outstanding Bondsc’shalt thereafter be determined,
exercised and enforced hereunder, subject in all respects to- such arnendment

M Amendment _without Consent. Theﬁ%regomg provssrons of this Section
notwithstanding, the City by action of its govermngsbody may amend thls Twelfth Suppiement
for any one or more of the following purposes- ek

(1) To add to the covenants and agreements ef{t?e City contamedu\n\ this
) s by
Twelfth Supplement, other covenants and agreements;thereaﬂer to be observed,
grant additional nghts or remedies to the owners’ ofﬁthe Bonds or to surrender,
restrict or limit any nght or power hereln reserved 'ty or conferred upon the City,

(2) To make such prov:stons for~th%"§purpose of“cunng any ambiguity, or
curing, correcting or supplementlng\any defectlve provasmn contained in this
Twelfth Supplement,,’o’?‘;n\regard to\ctarlfylngymatters or,questions arising under

S, -7
this Twelfth Supplement%as are necessary or desirablé and not contrary to or
inconsistent wttt};thls Twelfth Supplement and which shall not adversely affect
the interests: of the owners of the Bonds“then Outstanding;

(3) To modlfy a%y otwthe provnsm\ns?;‘of this Twelfth Supplement in any
otherrespect whateverf prowded‘etha't?"”such modification shall be, and be
expressedtto be, eﬁectwe only after all the Bonds outstanding at the date of the

y (‘adoptlon of such modlflcatlon shall cease to be outstanding;
< t

£y (

\[\f?\ 4) To make such amendments to this Twelfth Supplement as may be
required, In the oplruon of Bond Counsel, to ensure comphance with sections 103
and g141 Ihrough 150 of the Code and the regulations promulgated thereunder
and applicable thereto

5 \

(5) To\«‘make such changes, modifications or amendments as may be
necessary or deswable in order to allow the owners of the Bonds to thereafter
avail themselves of a book- -entry system for payments, transfers and other
matters relating to the Bonds, which changes, modifications or amendments are
not contrary to or inconsistent with other provisions of this Twelfth Supplement
and which shall not adversely affect the interests of the owners of the Bonds;

{6) To make such changes, modifications or amendments as may be
necessary or desirable in order to obtain or maintain the granting of a rating on
the Bonds by a Rating Agency or to obtain or maintain a Credit Agreement or a
Credit Facility; and
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(7) To make such changes, modifications or amendments as may be
necessary or desirable, which shall not adversely affect the interests of the
owners of the Bonds, in order, to the extent permitted by law, to facilitate the
economic and practical utihzabon of interest rate swap agreements, foreign
currency exchange agreements, or similar types of agreements with respect to
the Bonds. Notice of any such amendment may be published by the City in the
manner described in clause (b) of this Section; provided, however, that the
publication of such notice shail not constitute a condition precedent to the
adoption of such amendatory ordinance and the failure to publish such notice
shall not adversely affect the implementation of such amendment as adopted
pursuant to such amendatory ordinance. A ~
(9 Ownership. For the purpose of this Section, the ownersh|p and other matters

relating to all Bonds shall be established by the Secunty Regrster maintaned by the Paying
Agent. Furthermore, the owner of any Bonds insured A,as‘eto the payment of principal of and
interest thereon shall be deemed to be the insurance company prowdlng the nsurance
coverage on such Bonds; provided such amendment to this Twelfth Supplement IS an
amendment that can be made with the consent of!'é ma;onty In Outstandmg Pnnmpal Amount of
the Bonds and such insurance company Is not- ln default with respect to its obllgatlons under its
mnsurance policy. g ~

SECTION 18- FINAL DEPOSITS GOVERNMENTAL?gBLIGATIONS All or any of the
Bonds shall be deemed to be paid, renred and no Ionger outstandlng within the meaning of this
Twelfth Supplement when payment of the.,pnnmpal of and redemptlon premium, If any, on such
Bonds, plus interest thereon to the due‘date thereof»(whetherﬁsuch due date be by reason of
maturity or otherwrse) either (i) shall have=been madetor caused to ‘be made in accordance with
the terms thereof, or (1) ; shall have been pro\\/tded by |rrey“ocably depositing with, or making
available to, the Paymg*’Agent/Reglstrar In trust~and rrevocably set aside exclusively for such
payment, (1) money,sufﬁment to make such payment or (2) Government Obligations, certified
by an independent’ pubhc accountlng sfirm of n\atlonal reputation, to mature as to principal and
interest In such amounts and at suchttxmes as wm lnsure the availability, without reinvestment,
of sufficient money to‘make su‘él} payment and allrnecessary and proper fees, compensation
and expenses’ §of the Paylng Agent/Reglstrar-mth respect to which such deposit 1Is made shall
have been;tpa:dio%the payment thereof provided for the satisfaction of the Paying
Agenﬁﬁgglstrar At sucﬁ\tlme as at.Bond shall be deemed to be paid hereunder, as aforesaid, it
shall. noaj‘\onger be secured‘*by oF“entitIed to the benefit of this Twelfth Supplement, the Master
Ordunance or a lien on and pledge of the Net Revenues of the Water\Wastewater System, and
shall be entltled to payment"solely from such money or Government Obligations.

Any moneys S0 deposﬂed with the Paying Agent/Registrar, or an authorized escrow
agent, may at thas d:rectlontof the City also be invested in Government Obligations, matuning in
the amounts and at; thes times as hereinbefore set forth, and all income from all Government
Obligations not reqmred for the payment of the Bonds, the redemption premium, if any, and
Interest thereon, with respect to which such money has been so deposited, shall be turned over
to the City or deposited as directed by the City The City covenants that no deposit will be made
or accepted under clause (i) of this Section and no use made of any such deposit which would
cause the Bonds to be treated as arbitrage bonds within the meaning of Section 148 of the
Internal Revenue Code of 1986, as amended.

Notwithstanding any other provisions of this Twelfth Supplement, all money or

Government Obligations set aside and held in trust pursuant to the provisions of this Section for
the payment of the Bonds, the redemption premwum, if any, and interest thereon, shall be
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applied to and used for the payment of such Bonds, the redemption premium, if any, and
interest therecn and the income on such money or Government Obligations shall not be
considered to be "Gross Revenues" under this Twelfth Supplement.

SECTION 19: DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS
In the event any Quistanding Bond is damaged, mutilated, lost, stolen, or destroyed, the Paying
Agent/Registrar shall cause to be printed, executed, and delivered, a new bond of the same
principal amount, maturity, and interest rate, as the damaged, mutilated, lost, stolen, or
destroyed Bond, in replacement for such Bond in the manner hereinafter provided. An
application for the replacement of damaged, mutilated, lost, stolen, or. destroyed Bonds shall be
made to the Paying Agent/Registrar. In every case of loss, theft, or de " destruction of a Bond, the
applicant for a reptacement bond shall furnish to the City and,to. the Paying Agent/Registrar
such security or indemnity as may be required by them to save each of them harmless from any
loss or damage with respect thereto. Also, In every case ofiloss/ theft,;\or destruction of a Bond,
the applicant shall furnish to the City and to the Paynng;Agent/Reglstrar gvidence to ther
satisfaction of the loss, theft, or destruction of such Bond,\’as the case may be In every case of
damage or mutilation of a Bond, the applicant shall,gsurrender to the Paymg Agent/Registrar for
cancellation the Bond so damaged or mutilated. Prrorxto the 1ssuance of any* rep!acement bond,
the Paying Agent/Registrar shall charge the owner " of such Bond with all Iegal printing, and
other expenses in connection therewith. Every jreplacemenﬁ bond issued pursuant to the
provisions of this Section by virtue of the fact that anyxBondrrs lost, stolen, or destroyed shall
constitute a contractual obligation of the. Gity whetheror:not- the lost, stolen, or destroyed Bond
shall be found at any time, or be enforceable by anyone\and shall be entitled to all the benefits
of this Twelfth Supplement equally and\proportlonate!y with” any~and all other Bonds duly 1ssued
under this Twelfth Supplement. i *\\M

Notwithstanding the: foregomg provrsrons@{/t Sectlon in the event any such Bond
shall have matured, andfﬁo dsfault has occurred which is then’f:ontlnumg In the payment of the
principal of, redemptron premrum‘*?lf\any, or mterest on the Bond, the City may authorize the
payment of the saﬁe*(wuthout surrender thereof except in the case of a damaged or mutifated
Bond) instead of :ssu:ng a replacement Bond, prowded security or indemnity 1s furnished as
above provided n this™ Sectronf Furthermoremln Hgﬁccordance with V.T C.A., Government Code,
Section 1206.022 \,,JhIS Sectlon shall conststute authority for the lssuance of any such
replacement ‘bohd- wrthout necessny of further action by the governing body of the City or any
other;body or person\and the" duty of the replacement of such bonds I1s hereby authornized and
mposed,\upon the F’aylng\'Agent/B\egzstrar and the Paying Agent/Registrar shall authenticate
and déliver. Ssuch bonds m\the form and manner and with the effect, as provided in Section 6 of
this Twelfth SUppIement for' ?onds issued in exchange for other Bonds

3

SECTION\ZO TWELIETH SUPPLEMENT TO CONSTITUTE A CONTRACT; EQUAL
SECURITY. n\.conmderatlon of the acceptance of the Bonds, the issuance of which s
authorized hereunder by those who shall hold the same from time to tme, this Twelfth
Supplement shall be“deémed to be and shall constitute a contract between the City and the
Holders from time to time of the Bonds and the pledge made in this Twelfth Supplement by the
City and the covenants and agreements set forth in this Twelfth Supplement to be performed by
the City shall be for the equal and proportionate benefit, security, and protection of all Holiders,
without preference, prionty, or distinction as to security or otherwise of any of the Bonds
authonzed hereunder over any of the others by reason of time of 1ssuance, sale, or maturity
thereof or otherwise for any cause whatsoever, except as expressly provided in or permitted by
this Twelfth Supplement.
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SECTION 21: CONTINUING DISCLOSURE UNDERTAKING.

(@) Defintions. As used in this Section, the following terms have the meanings
ascribed to such terms below:

"MSRB" means the Municipal Securities Rulemaking Board.

"NAMSIR" means each person whom the SEC or its staff has determined
to be a nationally recognized municipal securities information repository within
the meaning of the Rule from time to time "

"y
"Rule" means SEC Rule 15¢2-12, as amended from time to time.

"SEC" means the United States Securities and %}cchange Commission

S 3,

"SID" means any person designated bg,, the State“‘of nTexas or an
authorized department, officer, or agency thereof as, and determlned iby the SEC
or its staff to be, a state information deposﬂory within the meanlngsof\the Rule

4

from time to time. wéé {A \

(b) Annual Reports. The City shall prowde\anfrgually“‘to each NRMSIR and any SID,
within six months after the end of each fiscal year\(begmnmg with the fiscal year ending
September 30, 2006) financial nnformatlon\and operatlng data with respect to the City of the
general type included in the final OﬁlClaI«Statement approved by Section 23 of this Twelfth
Supplement, being the information descnbed rn@h@t D hereto Financial statements to be
provided shall be (1) prepared in accordance with .the accountmg principles described n
Exhibit D hereto and (2) audrted \If the City | commrssmns \a_n*audlt of such statements and the
audit i1s completed wuth:n~the penod dunng\whscﬂh,they must:bé provided. [f audited financial
statements are not avatlable at tﬁe time the ‘financial information and operating data must be
provided, then the Cltygshall prowde unaudlted fmanmal statements for the applicable fiscal year
to each NRMSIR ahd; any SID wuth*the flnanc!al‘mformatlon and operating data and will fite the
annual audit report when and mthe same becomes avallable

ol

ﬂﬁthem%nges sts flscal year, it wnII notlfy each NRMSIR and any SID of the change
(and of the"date of " the new flscalxyear end) prior to the next date by which the City otherwise
woulQ{aithIred to prov1de flnanc}%alyl\gformatlon and operating data pursuant to this Section.

The' financial mfo?n%ajt}bn and Operating data to be provided pursuant to this Section may
be set forth mmf\ull In one or m\ore documents or may be included by specific reference to any
document (including an oﬁimal statement or other offering document, if it is availabie from the
MSRB) that theretofog: has béen provided to each NRMSIR and any SID or filed with the SEC.

L‘;’:p

(c) Materlaf :Event Notices The City shall notify any SID and either each NRMSIR or
the MSRB, in a timely manner, of any of the following events with respect to the Bonds, if such
event is materal within the meaning of the federal securities laws:

(1) Principal and interest payment delinquencies;

(2) Non-payment related defaults;

(3) Unscheduled draws on debt service reserves reflecting financial difficuities;
(4) Unscheduled draws on credit enhancements reflecting financial difficulties;
(5) Substitution of credit or liquidity providers, or their falure to perform;

(6) Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
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(7) Modifications to nghts of holders of the Bonds;

(8} Bond calls;

9) Defeasances;

(10)  Release, substitution, or sale of property securing repayment of the Bonds; and
(11)  Rating changes.

The City shall notify any SiD and either each NRMSIR or the MSRB, in a imely manner,
of any failure by the City to provide financial information or operating data in accordance with
subsection (b} of this Section by the time required by such Section.

() Limitations, Disclaimers, and Amendments. The Clty shali be obligated to
observe and perform the covenants specified in this Section whr!ef but only while, the City
remains an "obligated person” with respect to the Bonds wrthln the meanmg of the Rule, except
that the City in any event will give the notice required by su‘r’psectlon (c)hhereof of any Bond calls
and defeasance that cause the City to be no tonger such any blrgated person "

si“%%

The provisions of this Section are for the soie; t?eneflt of the Holde{s and beneficial
owners of the Bonds, and nothing in this Sectron/express or impled, shall"glve any benefit or
any legal or equitable right, remedy, or clarm hereunder to\any other person The City
undertakes to provide only the financial mformatron operatrng data, financial statements and
notices which it has expressly agreed to provide pursuantrtofthls Section and does not hereby
undertake to provide any other mformatron that may;be grelevant or matenal to a complete
presentation of the City's financial results,rcondltlon or prospects or hereby undertake to update
any information provided in accordanceanh\rthts\_ Sectlonxor\otherwrse except as expressly
provided herein. The City does not make any.r representatron\or warranty concerning such
information or its usefulness to a decision'to rgr;fest in 3‘; éfl Bonds at any future date

. PN 2 ?

UNDER NO CIRCUMSTANCES SI}ALLZ’C‘giE CITY BER?LIABLE TO THE HOLDER OR
BENEFICIAL OWNER OF ANY BGND OR ANY&OTHER PERSON, IN CONTRACT OR TORT,
FOR DAMAGES RESULTING IN WHOLE OH\IN;PART FROM ANY BREACH BY THE CITY,
WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT
SPECIFIED IN THIS SECTION’(BUTNEVER%HIGHT AND REMEDY OF ANY SUCH PERSON,
IN CONTRACT“‘E)H TORT"”"’FOR OR ON%ACCOUNT OF ANY SUCH BREACH SHALL BE
LIMITED:; TOMN*’AC{I’ON FOR MQNDAMUS OR SPECIFIC PERFORMANCE.

No default by t‘ﬁe (City In observrng or performing its obligations under this Section shall
constrtute\a breach of oridefault Under this Twelfth Supplement for purposes of any other

provrsron‘of this Tweifth SuE"plement v
ék ‘r ¥ I;

P
NOthIng»lﬁ.\thIS Sectlonjrs intended or shall act to disclaim, waive, or otherwise imit the
duties of the City: under federal and state securities laws.

ol mw

The prowsrons\of‘thls Section may be amended by the City from time to tme to adapt to
changed circumstances resulting from a change in legal requirements, a change In law, or a
change in the identity, nature, status, or type of operations of the City or the Water/Wastewater
System, but only if (1) the prowvisions of this Section, as so amended, would have permitted an
underwriter to purchase or sell Bonds in the primary offering of the Bonds in compliance with the
Rule, taking into account any amendments or interpretations of the Rule to the date of such
amendment, as well as such changed circumstances, and (2) either (a) the Holders of a majority
in aggregate prnincipal amount {or any greater amount required by any other provision of this
Twelfth Supplement that authorizes such an amendment) of the Outstanding Bonds consent to
such amendment or {b) a Person that is unaffilated with the City (such as nationally recognized
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bond counsel) determines that such amendment will not matenally impair the interests of the
Holders and beneficial owners of the Bonds. The provisions of this Section may also be
amended from time to time or repealed by the City if the SEC amends or repeals the applicable
provisions of the Rule or a court of final junsdiction determines that such provisions are invald,
but only if and to the extent that reservation of the City's nght to do so would not prevent
underwriters of the initial public offering of the Bonds from lawfully purchasing or selling Bonds
in such offering. If the City so amends the provisions of this Section, it shall include with any
amended financial information or operating data filed with each NRMSIR and SID pursuant to
subsection (b) of this Section 21 an explanation, in narrative form, of the reasons for the
amendment and of the impact of any change in the type of financial information or operating
data so provided. ({}{;;

SECTION 22: REMEDY IN EVENT OF DEFAULT. in addrtlon to all nghts and remedies
provided by the laws of the State of Texas, the City covenants and agrees particularly that in the
event the City (a) defaults in payments to be made to the Debt Serwce\lf\und or Reserve Fund
as required by this Twelfth Supplement or the Master @r(};nance (b) defaults in the observance
or performance of any other of the covenants, condmons or obligations set forth in this Twelfth
Supplement or the Master Ordinance or (c) the Clty “déclares bankruptcy, the, Hoiders of any of
the Bonds shall be entitled to a wnt of mandamus issued by a court of proper\ jurisdiction,
compelling and requinng the City and its offlcers to observe and perform any covenant,
condition or obllgatlon prescribed in thus Twelfth Supplement or»the Master Ordinance. No delay
or omission to exercise any nght or power accruing uponsany / default shall impair any such right
or power, or shall be construed to be* a warver of any such default or acquiescence theremn, and

expedient. A

The specific remedyihereln prowded shali be"é‘ﬁmulatlve of all other existing remedies
and the specification of, such reme\gy shalt notrbe déemed to be’exclusive.

,-

SECTION 23:. SALE OF BONDS OFFICIAL STATEMENT APPROVAL. Pursuantto a
public sale for the Boncjs the btdfsubmnted by .3 (herein referred to as
the “Underwriters”) 1s deciare!d,(tc};bewthes;best bid;received producing the lowest true interest
cost rate to:the City, such'bid‘is;hereby acceptedaand incorporated herein by reference as a part
of this Twelfth Supplement for aII ,purposes and the sale of the Bonds to said Underwriters at the
pnce of par and\accrued\nterest to the date of delivery, plus a premum of
$__° \rs herebybxapproved and confirmed. Delivery of the Bonds to the
Undenavrlters shall occur asiSoon as *possmte upon payment being made therefor in accordance
with the terms of sale. A \1

*«. \ '

Furthermore the use of the Preliminary Official Statement, dated November 9, 2006, in
the offering and sale of the BOnds is hereby ratified, confirmed and approved in all respects, and
the City Council hereby fmds that the information and data contained in said Preliminary Official
Statement pertaining “t0” “the City and its financial affairs I1s true and correct in all material
respects and no material facts have been omitted therefrom which are necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading.
The final Official Statement, which reflects the terms of sale (together with such changes
approved by the Mayor, City Manager, Chief Financial Officer, Deputy Chief Financial Officer or
City Treasurer, one or more of said officials), shall be and is hereby in all respects approved and
the Underwriters are hereby authorized to use and distribute said final Official Statement, dated
November 18, 2006, in the offering, sale and delivery of the Bonds to the public.
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SECTION 24. CONTROL AND CUSTODY OF BONDS. The City Manager of the City
shall be and 1s hereby authorized to take and have charge of all necessary orders and records
pending the sale of the Bonds, and shall take and have charge and control of the Initial Bonds
pending the approval thereof by the Attorney General, the registration thereof by the
Comptroller of Public Accounts and the delivery thereof to the Underwriters.

Furthermore, the Mayor, City Manager, Chief Financial Officer, Deputy Chief Financial
Officer, City Clerk, City Treasurer and City Attorney, any one or more of said officials, are
hereby authorized and directed to furnish and execute such documents relating to the City and
its financial affars as may be necessary for the sale of the Bonds, the approval of the Attorney
General and registration by the Comptroller of Public Accounts and,ﬁtogether with the City's
financial adwvisor, bond counsel and the Paying Ageijeglstrar make the necessary

arrangements for their delivery to the Underwniters following such sale

'Iw
-r

SECTION 25° PROCEEDS OF SALE. ImmedlaLely follb/\;\r:gmthe\dehvery of the Bonds,
the proceeds of sale of the Bonds in an amount suﬁec:tent to pay and: defease the Refunded
Obhgations shall be deposited with the US Bank, Natlonal Association (the paylng agent for the
Refunded Obligations and hereinafter called the ' Ieposn Agent”) for the payment and discharge
of the Refunded Obligations and the balance of\§uch proceeds/sh\all be used for, the > payment of
costs of issuance, including amounts to pay mumcnpal bond insrance and amounts to pay the
surety bond premium, If any, all in accordancewwnh,fwntten instructions to the Paying
Agent/Registrar. Accrued interest recelved from theﬁUnderwnters shall be deposited to the
credit of the Debt Service Fund. Prem:um if.any, recelved,from the Underwriters shall either be
deposited to the credit of the Debt Serwce Fund or usedﬂfor the payment of the costs of
issuance or deposited with the Deposn\Agent\and”‘épphed tb\the~defeasance of the Refunded
Oblhgations. . PET N

ST \ R,

Furthermore, apprgprlate\off:mals of tbe City In cooperation with the Deposit Agent are
hereby authorized and?directed totmake the necessary arrangements for the deposit of funds
with the Deposit Agent “Tor the payment of the\Refunded Obligations; all as contemplated and

provided In VTCA,aGovernment/ Code Chapter 1207, as amended, and this Twelfth

Supplement. “\ 2 %_/y/ Lt Fn W‘f

SR at

£

SECT!ON 26 WLEGAL\OPINION The obllgatlon of the Underwriters to accept delivery of
the Bonds IS subject to, belng furnished a final opinion of Fulbnight & Jaworski L L.P., Attorneys,
Dallas Texas, approwng such Bonds\as to thewr validity, said opinion to be dated and delivered
as of the\‘date of delivery and paymenta‘or such Bonds. A true and correct reproduction of said
opinion ISahergby authonzed to be pnnted on the definitive Bonds or an executed counterpart
thereof shail: -accompany the{giobal Bonds deposited W|th The Depository Trust Company.

'j«q

SECTION27: CUSIP NUMBERS CUSIP numbers may be pninted or typed on the
definitive Bonds. It |s expressly provided, however, that the presence or absence of CUSIP
numbers on the definitive Bonds shall be of no S|gn|f|cance or effect as regards the legality
thereof and neither the City nor attorneys approving said Bonds as to legality are to be held
responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds.

SECTION 28: PAYMENT AND PERFORMANCE ON BUSINESS DAYS. Whenever
under the terms of this Twelfth Supplement or the Bonds, the performance date of any provision
hereof or thereof, including the payment of principal of or interest on the Bonds, shall occur on a
day other than a Business Day, then the performance thereof, including the payment of principal
of and interest on the Bonds, need not be made on such day but may be performed or paid, as
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the case may be, on the next succeeding Business Day with the same force and effect as if
made on the date of performance or payment.

SECTION 29. LIMITATION OF BENEFITS WITH RESPECT TO THE TWELFTH
SUPPLEMENT. With the exception of the rights or benefits herein expressly conferred, nothing
expressed or contained herein or implied from the provisions of this Twelfth Supplement or the
Bonds 1s intended or should be construed to confer upon or give to any person other than the
City, the Holders, and the Paying Agent/Redgistrar, any legal or equitable right, remedy, or claim
under or by reason of or in respect to this Twelfth Supplement or any covenant, condition,
stipulation, promise, agreement, or provision herein contained This Twelfth Supplement and all
of the cavenants, conditions, stipulations, promises, agreements, < and provisions hereof are
intended to be and shall be for and inure to the sole and excluswe benefit of the City, the
Holders, and the Paying Agent/Registrar as herein and thereln prov1ded

s ‘m

SECTION 30: NOTICES TO HOLDERS- WAIVEB Whereverx‘{ghts Twelfth Supplement
provides for notice to Holders of any event, such notlce shall be sufflmently given {unless
otherwise herein expressly provided) if in wntlng{and sent by Uriuted States Mail, first class
postage prepaid, to the address of each Holder appearmg in the Security Reg|ster at the close
of business on the business day next precedmg&theg‘gnallmg of such notice. ﬁx

;53 i tf'-"

In any case where notice to Holders is glven by, mallf"ﬁ;ther the fallure to mail such
notice to any particular Holders, nor, -any defect m\any “notice so mailed, shall affect the
sufficiency of such notice with respect\&mali other Bonds\ Where this Twelfth Supplement
provides for notice in any manner, such notice f .Mmay be warved in writing by the Holder entitled to
receive such notice, either before or after the"“evvent with resbect to which such notice is given,
and such warver shall be the equivalent of.such notlce *“Wawersvof notice by Holders shall be
filed with the Paying Agent/Reglstrar butwsycg fllmgrshalt not:»be a condition precedent to the

validity of any action takensln reilance upon sucg_%valver
n“agi}g ;\ng
SECTION 31; ‘IEGOVERNING LAW This: Twelfth Supplement shall be construed and
enforced in accordance W|th the laws’ of the State; of Texas and the United States of America.

.hx
|Jt’ W a =N

SEC;TION 32; EFFECTar OF HEADINGS The Section headings herein are for
convenience;of- reference only and shall not affect the construction hereof.

N N

*im&SECTlON 33 CONSTHUCTION OF TERMS. I[f appropriate in the context of this Twelfth
Supplement words of the: smgulaF‘number shall be considered to include the plural, words of
the plurai, number shali be consudered to include the singular, and words of the masculine,
feminine or- n‘sit‘c{ gender shaljlx be considered to inciude the other genders.

SECTION 3:1\ \SEVEéABILITY if any provision of this Twelfth Supplement or the
apphication thereof- to any “cifcumstance shall be held to be invalid, the remainder of this Twelfth
Supplement and the application thereof to other circumstances shall nevertheless be vald, and
the City Council hereby declares that this Twelfth Supplement would have been enacted without
such invalid provision

SECTION 35: INCORPORATION OF FINDINGS AND DETERMINATIONS. The findings
and determinations of the City Council contained in the preamble hereof are hereby
incorporated by reference and made a part of this Ordinance for all purposes as if the same
were restated n full in this Section.
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1 SECTION 36: INSURANCE

AV ]

[to follow after provider has been determined]

SECTION 37:PUBLIC MEETING. It is officially found, determined, and declared that the
meeting at which this Twelfth Supplement is adopted was open to the public and public notice of
the time, place, and subject matter of the public business to be considered at such meeting,
including this Twelfth Supplement, was given; all as required by V.T.C A., Government Code,
Chapter 551, as amended.

~NM AW

SECTION 38° EFFECTIVE DATE This Twelfth Supplement sis hereby passed one
reading as authorized by V T.C A., Government Code, Section 1201 028 and shall be effective
10 immediately upon its passage and adoption. (

o

11
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. PASSED AND ADOPTED, this November 16, 2006.
CITY OF AUSTIN, TEXAS

ATTEST:
WILL WYNN
Mayor
SHIRLEY A. GENTRY
City Clerk
(City Seal)

CI@%&OT!‘I?yﬁ
g
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EXHIBIT A

That, as used in this Twelfth Supplement, the following terms shall have the meanings
set forth below, unless the text hereof specifically indicates otherwise:

"Bonds" means the "CITY OF AUSTIN, TEXAS, WATER AND WASTEWATER
SYSTEM REVENUE REFUNDING BONDS, SERIES 2006A" authorized for i1ssuance by the
Twelfth Supplement.

‘Business Day” means a day other than a Sunday, Saturday,, a\legal holiday, or a day on
which banking institutions in the city where the principal corpo/[ate frust office of the Paying
Agent/Registrar 1s located are authorized by law or executive order to close.

"Insurance Agreement" means the Insurance Agrgement between
and the City related to the Reserve Fund Poilcy

“Master Ordinance" means Ordinance No. r000608 56A prowdlng\fo 3;[38 issuance of
"Panty Water/Wastewater Obligations", as deflned thereln passed by the Cltyfon June 8, 2000.

”st
i’ gﬁi msb

"Twelfth Supplement" means Ordinance No‘”20061 1,1q ;w authonzing thé issuance of

the Bonds. AT

f‘i «;r

H"

"Paying Agent/Registrar" meanswthehﬂnancral mstltution specified in Section 4 of the

Twelfth Supplement. WoN
":‘?'!‘w.\ ‘:ﬁ‘}ga

"Previously Issued Panty Water/Wastewater Obllgatlons"%mean the outstanding Parity
Water/Wastewater Oblrgatlgns prewously lssuedeorjln‘c“hrredwpursuant to one or more Prior
Supplements, more partrcutarly |dent|f|ed as“ffollows (1) "Clty of Austin, Texas, Water And
Wastewater System/Revenue Ftefundmg Bonds,;Serles 2000" (2) "City of Austin, Texas, Water
And Wastewater System RevenuefRetundlng Bonds Series 2001A", (3) "City of Austin, Texas,
Water And Wastewater System Revenue Hefundmg Bonds, Series 2001B", (4) "City of Austin,
Texas, Water and Wastewater«System RevenuemﬁBefundmg Bonds, Series 2001C", (5) "City of
Austin, Texas,ﬁWater and“vgastewater Systemr:F!evenue Refunding Bonds, Series 2002A", (6)
"City ofdAustln Texas\Water and Wastewater System Revenue Refunding Bonds, Series
2003" (7) "City of Austm Texas*\Water and Wastewater System Variable Rate Revenue
Ftefundmg Bonds, Serles"’2004" togettler with certain regularly scheduled payments under the
Interest«@ate Swap Agreement the Liguidity Agreement and the Insurance Obligation (as such
terms are»fdef{ned In Ordmance No. 040812-43), (8) "City of Austin, Texas, Water and
Wastewateri“'System Revenue Refunding Bonds, Series 2004A", (9) “City of Austin, Texas,
Water and Wastewater System Revenue Refunding Bonds, Senes 2005", (10) and “City of
Austin, Texas, Watehand Wastewater System Revenue Refunding Bonds, Series 2005A", and
(11) “City of Austln\T\e;(as Water and Wastewater System Revenue Refunding Bonds, Series

2006".

“Prior Supplements" mean Ordinances Nos. 000608-568, 010419-77, 011129-65,
020718-15, 030206-35, 040617-45, 040812-43, 040930-83, 050519-37, 051020-051 and
20051117-060 authorizing the issuance of the Previously Issued Parnty Water/Wastewater
Obligations.

"Security Register' shall have the meaning given said term in Section 4 of the Twelfth
Supplement.
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Exhibit B

Paying Agent Registrar Agreement
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Exhibit C

Insurance Agreement
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Exhibit D
Continuing Disclosure Requirements Under the Rule

DESCRIPTION OF ANNUAL FINANCIAL INFOF{MATION

The following information is referred to in Section 21 of this Twelfth Supplement.

Annual Financial Statements and Operating Data

The financial information and operating dataa@?ﬁ respect to theﬁ%’*Clty to be provided
annually in accordance with such Section are as specrfled (and mcluded&lmthe Appendix or
under the headings of the Official Statement referredato) below:

.,%,, ‘Ff‘kf\>

1. The financial statements of. the Clty{;isgended to the Official
Statement as Appendix B, but for the most recentlyg:oncluded fiscal year.
2. The mformatlon(‘f::der the numbered tabies

Accounting Principles
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